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SURYEY OF CURRENT BUBINESS

JANTARY 1840

Present Position of the Lumber Industry

By W. LaRay MNeatrsch, Ghiaf, Lwmber andd Aflled FProdwins Sectiod, Forest Products Diviston

‘T IS5 wall known thaot one of the differences betwean
the immediate repercussions of the outbreak of war
in September and the stard of the holoegust in 1314 was
the generalicy of the impetus given this time to pricas.
- Thers wos no hesitaney in many important sectora of
the price stmeture during the first fow wesks of war as
there was in 19124, Rather, expectations changed
quickly and the psychologicnl impnet was virtually all-
inclusive. Prices of such commaodities as lavd, copper,
lead, snd eobton did not follow the 1914 precedont and
dip downward. Presumably many people thought that
price inflation like that of 1916-20 was imminent and
sought ¢ protect themselves, though thers wers, no
doubt, some who were meraly guerding against delays
in delivery,
1t 15 lorgely on such grounds thet an explanation of
the rush of buying end the conscquent price rise thet
ceme in the lumber industry mush rest. Omne might,
not unrensonably, have expected & lesa optimistic re-
action to the war, since during the World War lumber
had proved eot to be a war stimylated industry.

Buying Ruash in September,

Navertheless, a sharp lumber buying movenent did
develop in Beptember. The trend of developments is
indicatad by the date in figare ¢ which cover a larpe
fraetion of the industry New orders for those mills

reporting to regionsl assacintions had besn coming in |

at nbout 260 million board feet a weelt during the
period irnmedintely preceding the start of hostilities,
somewhnt above the level of production of abowt 240
million faet o week. By the week ended Ssptember 23
naw business of over 370 million feet wos recoived.
While the datn to show the procies souresa of this
increased damang ara not available, thera in o pre-
sumption that it resulted from anticipatory buying by
wholesulers, retailere, and industrial consumera.” The
movement was fosterad by the relatively low ménck
position of these groaps. There is no avidence of an
incranss in total consumption slthough thers hos been
expanzion in particular lumber consuming arens; in
toet, the Lumber Survey Commitéas ! estimated in its
report of Novembar 4 that consumption in the fourth
guarter would decling to 6.8 billion {est from the third
guarter total of over 7 billion.

After several weaks of nccelerated business thers was
s renpproisal of the situation. A sharp decline in new
arders oceurred and by the middla of October they fell
below production. During November this pap be-
tween cutput and new business was rather wide with

18pecid Lumber Bormey Commitios <tablishad upsw recommendstions W o
Traddemk by tha Timber Corsdctulicn Brard, Juns K31,

the lutter fluctunting wnder 200 million board feet per
weak, From the end of October to the end of Novem-
her unfilled orders wers reduced from 930 million
board feat to 789 million and this downward movement
has continuad in Deeermber. They had hean 838
million at the and of August,

‘This strong buying wave eoon produced a marked in-
erangs in lamber prices genarally.  The Bursau of Labor
Biatiztica index of whalesale lnmber pricea rosa from
91.8 (1926=100) in August to 03.7 in September and
again to 98.0 in Ootobor,  The movement of mill prices
for eoma typicol lumber jterns is indiested in tabla 1.
Aa can be zeen from these data, a large part of she price
riss, which was transmitied to all the important types
of lumber, came betwean mid-September and mid-Octo-
ber. During the reat of Qotober mill prices levaled off
nnd with the dacided decline in new busingss in Novem-
ber many lumber itams wars offered ot lower prices.
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This piica reaction was nat immedistaly raflacted widely
in wholesale marketa. The Bureau of Iabor Statistics
index of pricez in wholesala markeis did not decline in
Novernber it showsd o further slight incrasse o 938.3,

Whila supply conditions and the pricing process diifer
widaly among the various sectors of the lumber indns-
1y, short-barm price changes gpenerally result from the
impact of changed demand upon exiating stecks. The
mdustry hns lorge possibilities for expansion from the
ralodvely low lavels of production of recent yenrs, but
it tokes some tima for thess to be renlized. The time
voquired for the logging, log trapsportation, snw mill-
ing, drying, and finishing operations does not allow a

'l w{ﬁ.‘_‘ﬁ .
Fﬂﬂw-" "t't ‘\Q’ﬂ?\
N "'\.-4"5.,‘_.




Jaxtoary 1040

marked axpazsion of production to mest o dood of new
orders within o few weeks or n month'a time, partiou-
lorly during those months whea, for dimatic reascns,
seasonal decline in production is customary. It hos
been characteriztic of the lumber induaiey for spme time
that production logs considerably behind chonges in
demand 50 that stocks tend $o move in the opposite
direction o production., ‘The fact that production and
stoclss have opposite cyclical patterns can be ses: in
figure 10. Hence, & suddan incresse in demend mus
be met largely out of stockn and is likely, if of suiicient
magnitude, to give & tamporary lift io the price siruc-
tra,
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Luwmbar Stocks Daclindng,

Total ehipments of lwnber, which in Aogust had bean
lorger than at aoy time since 1980, wers mointained in
September at 2.5 bilion board faet sud increased to 2.4
billion in October againet B custotnnry sensonal conirac-
don af this time of the year. As production declined,
though less than seasonally, from 2.4 billion in Aveust
to approximately 2.3 billion in September and Ootober,
the volume of shipments was maintained perily by
withdrawals from existing atocks. This decline in mill
stogls continues & movement which has been under way
for about 2 yeaza. During 1937 lumber stocke had
imeransed by 1 billion board feet becauss of the sharp
dacliue in demand thné came in the second half of that
yoar, In 1938 these enlorged stocks wers reduced 555
millicn fead ond in 1939, by the ebd of August, o further
reduction of over 500 million hod been offectad. Then,
in the next 2 months thers was » decline in stocks of 515
million boaxd Jeet, 02 # ramit of the buying touched off
by the war, Lumber stocks, in relstion to the current
rate of consnmption, now nppear to be somowhat low.
Furthermors, present stocks, as the Luwmber Survey
Coramittes observed st the end of the third quarier,
are broken ond ill-mssoried in some regions and this
tends to encoursge erratic price chonges, The com-
mittee adds that such prive chebges benefit neither
prodiucers nor cobsumera ond svidenily discournge
mots liberal uso of lamber snd fimber produets,

Consunnpticn of ani:nr Incranscs in 19349,

An asccurnts appraisal of the current position and
prospesta of the lumber indestry must, bowever, be
mode in terme of more fund amentel factors then o short
pertod buping movement. The fact is that lumbear con-
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srmption o 1939 will exceed that of any yaar since
1920, Lumber conswmption in 1930 ia cetimaied at
slightly nbove 25.5 billion hosrd feat, more than douable
the depression low of 1832, It will surpass the 1037
fgwre by about o hillion and a half fest. Production
has also expanded in 1938 nltkough it is estimated to
be about 2 percent under 1937 and 1530, total cutput
in sach of these years having besn approximuotely 26
biliton fest. The steep cimb from 10.8 to 25.5 hillion
{eet: measures the progress mode fron the irough of the
depression in 1832 fo 1030, Mevertheless, consumption
stands for below the level of the twenties; in 1929, nod
nn sxcaptionsal lumber yeor for that decnde, conaump-
tion wag 35.8 billion feet. Tt iz neceszary to inquire
whailier the difference batwean 1920 and 1039 consump-
tion represents & trend awsay from lumbar uss oz merely
the relstively depressed condition of the national
SopOOmY. '
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Figtos 18=Spftwopd Production, Shipments, and Stocky by Quenters,
12534 (Natianol Lomber Mabpfaohurers® Assocfation).

Nayk,—Diain ara ad]ustasd for seasponl vt ko,

Even in 1929 lumber was known {0 be in the eategory
of declining rather thon expanding industries. The
penk in Jumber produciion and consumption came in
the years 1336-7. Up to that time it can faidy be
anid thet Fumber wns the dominaat manufscturing
industry I our econocinic development, although for
about 10 yeave ateel had become inerensingly important,
Lymber was tha Jowest priced and most widely used
material for durable goods during the greas economic
and territorial expansion that followed the Civil War,
Ita consumption increesed from about & billicn feet in
1858 to almost 45 billion in 1208, The Great Plains of
the Middle West were being settled rapidly, towns and
citiee were springing up, and population, even in the
Easi, was multiplying, Thia expansion and migration
of the population, coupled with the rising productive-
ness of our econemi¢ machine, resulted in an incresse
in the per copita censumption of lumber during the hald"
centiry from 260 to 525 bonrd feet.
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Declining Trend In Consumption Bl 197,

Afiter 1907 this rsing trend was reversad and ike
lumhber indusiry entered its mew phnss of declining
produstion and'econsumption. Tue great agricultural
migeation that hod added approximately 90,000 new
farms par year to the aconomy, cach with & requirs-
ment of sbout 50,000 board-feet of lumber,! wna over,
New materials wero being develaped and they begun to
roplace lumber in wban boildings, sidewalks, ahip-
building, fencing, and o Lost of industrial uses,

The comportson of the mojor outlets for lomber in
1012 nnd 1028, riven in tabls 2, shows in what areas tha
trend wag daclining nfter the peak in 1907.

Table - —Euimaied Didtribution of Hetloon]l Lymber Csnsampilon for
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In consiruction the ues of manufactured humber
products (sosh, doars, ete.) increased during this period
but the total lumber used in this field declined by 5.8
billion board feat. It was entirely in vural construc-
tiop thnt the decline occurred, a result of {he rural-to-
wrban shift in population thot was tekicg place, The
relativaly depressed condition of agriculture during the
twenties, which wns the underlying canse of the shift
in population, alse held back the normal replacement
and vepar demand for lumber. Actual consumption
in urben eonstruction, ncluding plening-mill preducts,
increased by aubstantinlly more than 3 billion board
fest. Thinincrensed nrban consumption wae occagicned

by the much higher leval of construction activity in |

1928 and took place deapite the tremendous increass in
the use of other building materiuls which was a oon-
gurrent development., It has been estimaied thai the
volume of urban nonresidentinl building construetion
in 1928 wne twice. thot of 1912 although lumber con-
sumption wns about the same in both years. Tiug the
relative displocement of lunber by other materiale was
50 percsnt.! Jn urban wesidemtial construetion, the
refative displngement of hunher was alse very high,
probably in exoess of 25 percent, largely o result of the
dwelupment- of multifamilty housing.
lLHnlunll’lmhrlmuhn rmu.&maﬂmlamu“; Tak soen., 1930,

ol 1, p, 4,
10p, elt., Do 205
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It ia alsc notable thal, despite the large mcrease in
mdustrial production during this period, the industrial
use of lumber declined from 11.2 billion board feet in
1012 {0 10.3 billion in 1928, Other matetials of all
kinds ensroached upon the vse of lnmber for all indua-
trial purposes nlthough in certain areas the expansion
of output was lérge encugh to require an incresss in
the absclute amonnt of lumber used. This coourred in
some of the largest nreas of imdusttial demand; o.g. boxes
and croting, :l'um,i{'.ura, and molor vehieles; but such-
gains mnd thoss arising out of new industries WOt more
than offset by the decrensed mﬂﬂumphnn in minor
industries as is eshown in table 3
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The declining trend of lumber consumption is illes-
trated by the eatimate of future “normal” require-
mends * of fron 30 to 34 bilion board feet sonunlly, &

* 4 Fathoal Fhia [t Aowriean Forestry, p. 280
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gubetontiol decling frora the 45-hillion peck of 1908-07.
Hod lumber eonsumption fellowed $he penernl trend of
induatrizl expansion, its use would have amounted to
5¢ hillion board fest in 1828 instead of 37 billion.

A Decadas uI Low Congumptlon,

¥or the period 192039 the trend of lumber consump-
tion is imdicated in table 4. It enn he seon that, exeept
in 1929, conaumption was much below tha estimated
nermal of 30 to 34 billion board feet. The declins
from 1929 to 1032 waa of the substantial megnitude
that charpcterized durablo-goods industries generslly.
Since 1933 songidernble and almost continuous progress
hes benn mads, bet in 1939 sonsnmpiion wos still mors
than 2 hillion bonard fset undar the 1929 total.

This failure of lumber o regein its former volums
is not merely & concomitent of tha depressed condi-
tion of the economy. The consumption of Jumher in
 the building and construction fiald is now at the high
point since 1929 and is onfy siightly below the level
aiteined in thet yeor. But in all the other aress shown
in tabla 4 the diffarence between 192% and 1939 con-
sumption is considerable, n large part a reault of the
displacement of lumber by Dﬂlﬂll' matarials.

Taths 4.—Totuh Lumbér Convempiion by Mislor Tas, 1929-39
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The fact thai consumption of lumber in boxes and
crating is stil less than the 1981 figure is indicotive of
tha increased use of paperboard, plywood, and veneer
for this purpose. It is probable thot this waa influ-
enced t0 semme extent by the shifi from rail to truck
transportation. The relative decline in industnal
consumption has been larger than in any other ores and
this is in some meesurs becouse of the vse of alterna-
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tiva materials. Whiie tha Federai Keserve index of
durable-goods produciion waes almost 80 percent of the
1929 figure fm 1930, the industrial uss of lumber woe
less than 40 percent. In the sase of milrond consump-
tion the dacline in lumbes vsed can probably he entirdy
eoconnted for by the decrease in outlays for copital
goods and maintenance rather than by further dis-
placement of lumber by alternativa matarials.

The factors inftuencing cur axpori trada have been of
o different character. Lamber exports in 1938 totaled
only 947 million fest, the smallest volume in four
docades,  Although there hos been an intresss of more
than 100 million fee$ this year, the totel is still only
ope-third that of 192% when the United States was the
major iinmber exporting nation of the world. 'This loss
has not been due primarilty to s Jecline i comsumption,
for world lumber consumpiion, excluding the Orient,
has been fairly well maintained. The United Kingdom
imported more lamber in ench of the post 5 years thaa
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U. 5 Depactment of Commente, Bortin of Forsdn aod Domesdie
Commoreal.
¥ore.—Flroros for 1531 inelnds salimates i Deenanhor, Dials {m Locdttond and
wlirord lombés o ek rperiod soparotely prier bo MId.

in any year since 1913, excepting only 1927, and vet
our exports to that market hzove dwindled. Com-
purative prices, Ireight costs, preferential tarifis and
other trade barriers, latger log exports, and, in recent
years, the war in the Orient, have been the major
factors responsible for the decline in our lwmber exporta.
Imperinl preforence, adopted in 1931, was particuloriy
important ns it transferred o large port of our British
and Dominions market to British Colombin.

1t is imteresting to note in this regard thad, if the
World War is 5 relisble precedent, export prospects
have not been improved by the renewal of armed con-
flict in Europe. As can be seen in figure 11, Tumber
exports droppad precipitously atter the outbrenk of war
in 1914 and remained very low uniil the work of recon-
struction after 1918 increased world demend. This
deckine wos mmedinte; from & total of 233 million feet
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in July 1914 exports fell to lesa than 100 million by
Qetober of thet year. Of coursa, even a relative decline
of thizs mapnitude is not anticipated from the present
low level of exports but, on the other hand, & sizable
expansion cannot be expected.

The loes that has been enstained in the boxes end
crating, indnstrinl, railroad, nnd export markets for
Iomber, means thas the fortanes of the lnmber indwatcy,
particularly the softwood section, are more closely tied
to building and construstion than they were & decade
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sgo, Wherens the construction demend was only
litle more than 50 porcent of the Jumber market m

1828 it has becn close to 70 peroent for the pasi 2 yenrs.
It i= only becouse of the heavy demand of the eonstrue.
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tion industry thot total hmber consumption this year
hns heen sble to Tize above that of oy yesr smee 1929

Thera is & furiher significant development. While
tha quantity of lumher consnmed in boildiog and con-
strncsion in 1939 hos been only & little below the 1929
figura, construction activity itself was atill much undar
that of 1929, This Isct can be explaned by the
relatively greater expansion in resideptial building
vompared with other types of construction. As con be
seen i figure 12, lumber consumption in recent years
has become more dependent upon residential building. -
But sovers] other factors nppear ¢ be important.
There hes boen relatively more building in the smaller
citins where wood is used more extensively. Archi-
tecturnl styles which use wood in combination with .
other materinls for both exteriors mad interiors have
found more favor with the home builder. It vlso ap-
poars from the littls data aveileble that & lexger propar-
tion of the houses built have beon of frame conetrretion.
Purthermore, there is Little doubt that the proportion
of smnll lower-priced homes builé has besn grester
gnd thet this activity hes provided & large outlet for
lumber. For the past peveral yesrs both lumber man-
ufncturers and retailers, through their national associa-
tions, have promoted s project kmown #8 the Netional
Small Homes Demonstration, Ino, This project, in
cooperation with Federal egencies and other private
mdustay groups, bas resulted in stimulating greater
interest in housing, especially low-cost housing. The
prospects for the lumber indystry at this time ove to
o lerge degres dependent upon Jurther expeasion in
this field, The possibilities In thiz field have alrendy
been demonstrated, but only o baginning hae been made
in tepping this muket,



